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1. SUMMARY. THE PATTERN OF PAKISTAN'S STEEL IMPORTS HAS 
BEEN CHANGING RADICALLY DURING LAST FEW YEARS, SO THAT 
HISTORICAL IMPORTS OF SCRAP ARE UNRELIABLE AS GUIDE TO 
CURRENT AND FUTURE NEEDS. REQUIREMENT IS STILL SHIFTING 
DRAMATICALLY FROM STEEL BILLETS TO SCRAP. INFLATION, 

ALREADY AT 30 PERCENT IN LAST TWELVE MONTHS, WILL BE 
FURTHER FUELED BY SHORTAGE OF STEEL, WHILE FLOOD RELIEF NEEDS 
NOW ALSO ADDED. ACTION REQUESTED: FAVORABLE CONSIDERATION 
OF PAKISTAN'S REQUEST FOR GREATER ALLOCATION OF SCRAP. END 
SUMMARY. 

2. WITH ASSISTANCE OF KARACHI AND LAHORE WE HAVE LOOKED 
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INTO PAK REQUIREMENTS EOR FERROUS SCRAP AND STRONGLY 
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BELIEVE THAT 7,000 TONS NOW ALLOCATED TO PAKISTAN EOR 
EIRST QUARTER OE CY-I974 IS SERIOUSLY INADEQUATE. 

IN FY-I973, ACCORDING TO EIGURES AVAILABLE HERE, PAKISTAN 
IMPORTED ABOUT 50,000 TONS OE SCRAP PROM US OUT OF TOTAL 
IMPORTS OF 1 10,000 TONS. HOWEVER, DURING LAST HALF OF 
FY 1973 SCRAP PRICES WERE SO HIGH THAT LITTLE WAS IM- 
PORTED, AND DURING PAST SIX MONTHS US SCRAP HAS BEEN 
UNAVAILABLE AT ANY PRICE CAUSING CONSIDERABLE HARDSHIP. 

3. DURING LAST PEW YEARS, THERE HAS BEEN A CHANGE IN 
PATTERN OP PAKISTAN'S STEEL REQUIREMENTS. NUMBER OP 
SMALL ARC PURNACES IN PAKISTAN HAS INCREASED RAPIDLY WITH 
PRESENT INSTALLED CAPACITY NOW AT ROUGHLY 400,000 TONS. 

EOR EXAMPLE, PAKISTAN ENGINEERING COMPANY IN PUNJAB HAS 
COMMISSIONED TWO ADDITITONAL PURNACES AND WILL BE MAKING 
OWN BILLETS, THUS REPORTEDLY INCREASING ANNUAL REQUIREMENTS 
TO 70,000 TONS OVER PREVIOUS 20,000 TONS SCRAP. THESE 
PURNACES ARE COMPLETELY DEPENDENT ON SCRAP AS RAW MATERIAL. 
DURING FIRST COUPLE OP YEARS AFTER NEW ARC FURNACES WERE 
SET UP, THEY TO LARGE EXTENT USED SCRAP WHICH HAD ACCUMU- 
LATED IN PAKISTAN OVER PAST DECADES. THESE STOCKS RAN OUT 

IN 1972. ALREADY MANY FURNACES HAVE BEEN CLOSED DOWN 
OR ARE WORKING ONLY INTERMITTENTLY BECAUSE OP SHORTAGES. 

4. HISTORICAL EIGURES ON IMPORTS OP SCRAP ARE UNRELIABLE 
AS GUIDE TO FUTURE NEEDS. WE ESTIMATE THAT THERE IS NOW 
PAK NEED EOR AT LEAST 200,000 TONS PER ANNUM OP 

US SCRAP, SINCE US IS NOW VIRTUALLY ONLY LARGE SUPPLIER. 

5. BILLET EXPORTS. WE AGREE WITH MASOOD ASGHAR THAT US 
BILLET EXPORTS TO PAKISTAN OVER PAST YEARS SHOULD BE IN- 
CLUDED IN CALCULATIONS EOR DETERMINING SCRAP ALLOCATION. 
BEFORE ESTABLISHMENT OF NEW ARC FURNACES, PAKISTAN IMPORTED 
BILLETS FOR ROLLING MILLS, WHICH HAD BEEN SET UP AT EARLIER 
DATE. NOW ROLLING MILLS USE PRODUCTION OP SCRAP-CONSUMING 
ARC PURNACES, RATHER THAN BILLETS IMPORTED PREVIOUSLY. 
REQUESTS EOR USAID PINANCING OP STEEL BILLETS, WHICH 
HISTORICALLY HAVE BEEN ABOUT $5 MILLION YEARLY, NOW ZERO. 

EOR EXAMPLE, PAKISTAN ENGINEERING COMPANY CITED PARA 3 
PREVIOUSLY USED 10,000 TONS OF BILLETS, BUT WILL NOW BE 
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MAKING ITS OWN FROM SCRAP, THEREBY IN PART ACCOUNTING EOR 
INCREASED NEEDS CITED ABOVE. 

6. CUTTING ARC PURNACES ENTIRELY OUT OP ECONOMY AND RE- 
SORTING TO SEMI-PINISHED BILLETS EOR RAW MATERIAL TO 
SUPPLY ROLLINGS MILLS AT THIS POINT WOULD BE PROHIBITIVELY 
EXPENSIVE AND UNECONOMIC. PURTHERMORE, US STEEL BILLETS 
VIRTUALLY UNAVAILABLE EOR IMPORT TODAY. 
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7. INFLATION IS A SERIOUS PROBLEM IN PAKISTAN NOW. 

DURING LAST 12 MONTHS PRICES HAVE RISEN OVER 30 PERCENT 
AND ARE STILL RISING. WHILE WE REALIZE FERROUS SCRAP 
ONLY ONE OF THE COMMODITIES, IN SHORT SUPPLY, IT IS BASIC 
AND IMPORTANT. 

8. FLOOD RELIEF. STEEL REQUIREMENTS HAVE ALSO INCREASED 
BECAUSE OF NEED TO REPLACE WASHED-OUT CONCRETE BRIDGES 
USING REINFORCED CONCRETE, AS WELL AS FOR REBUILDING HOUSING 
AND UTILITIES DAMAGED BY FLOODS. 

9. FREIGHT COSTS. INDUSTRY SOURCES HAVE POINTED OUT, WE 
BELIEVE WITH JUSTIFICATION, THAT SHIPMENT OF ONLY 7,000 
TONS SCRAP, CONSTITUTING PARTIAL SHIPLOAD, WOULD COST PRO- 
HIBITIVE $75 TO $80 PER TON IN FREIGHT CHARGES, WHILE 
ENTIRE SHIPLOAD OF 20,000 TONS WOULD COST ONLY ABOUT $30 
PER TON IN FREIGHT. HENCE ON TECHNICAL BASIS OF FREIGHT 
COSTS ALONE QUARTERLY ALLOCATION SHOULD BE RAISED AT MINI- 
MUM TO 20,000 TONS. A SMALLER ALLOCATION ACTUALLY PENALIZES 
PAKISTAN FOR U.S. PROCUREMENT. 

10. U.S. INTEREST IN PAK ECONOMY. WE BELIEVE CASE 

FOR INCREASED SCRAP ALLOCATION FOR PAKISTAN SHOULD BE 
PUT IN BROAD PERSPECTIVE OF OUR OVERALL ECONOMIC RE- 
LATIONSHIPS. SINCE INDEPENDENCE WE HAVE PUT ALMOST 
$4.6 BILLION IN ECONOMIC ASSISTANCE INTO PAKISTAN. 

DURING PERIOD SINCE BHUTTO CAME TO POWER WE HAVE PROVIDED 
MORE THAN $400 MILLION IN ECONOMIC ASSISTANCE. IT WOULD 
BE TO ACT IN CONFLICT WITH OUT INVESTMENT IN ECO- 
NOMIC ASSISTANCE HERE VIRTUALLY TO SHUT OFF SUPPLIES 
U.S. SCRAP, WHICH PROPOSED ALLOCATION OF 7,000 
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TONS WOULD EFFECTIVELY DO. THIS ALLOCATION, ON ANNUAL 
BASIS WOULD CONSTITUTE A MORE THATN 40 PERCENT REDUCTION 
BELOW WHAT WE SHIPPED TO PAKISTAN IN FY-1973, AND CAN BE EX- 
PECTED TO HAVE VERY SERIOUS EFFECT ON INDUSTRIAL SECTOR. 

11. U.S. MISSION RECOMMENDS STRONGLY THAT AN ADEQUATE 
INCREASE BE MADE IN QUANTITY OF US SCRAP NOW ALLOCATED TO 
PAKISTAN FOR FIRST QUARTER OF 1974. WE BELIEVE THAT ALLO- 
CATION SHOULD BE INCREASED TO AT LEAST ONE EULL SHIPLOAD 
OF 20,000 TONS DURING FIRST QUARTER AND PREFERABLY TO 
50,000. TONS. 

WASHINGTON DECON UPON RECEIPT 
INFO ADDRESSEES DECON 6/30/87 
BYROADE 
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